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THURSDAY, MARCH 24, 1955 


UNITED STATES SENATE, 
CoMMITTEE ON INTERSTATE AND ForREIGN COMMERCE, 
SUBCOMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 11:41 a. m., in room 
G-—16, United States Capitol, Senator Warren G. Magnuson (chairman) 
presiding. 

Present: Senator Magnuson. 

(Staff member assigned to this hearing, A. J. Bourbon.) 

Senator Maanuson. 8. 741 is a bill to amend title XII of the 
Merchant Marine Act, 1936, relating to war-risk insurance, in order 
to repeal the provision which would terminate authority to provide 
insurance under such title. 

(S. 741 is as follows:) 


[S. 741, 84th Cong., 1st sess.] 


A BILL To amend title XII of the Merchant Marine Act, 1936, relating to war-risk insurance, in order to 
repeal the provision which would terminate authority to provide insurance under such title 


Be it enacted by the Senate «nd House of Representatives of the United States of 
America in Congress assembled, That title XII of the Merchant Marine Act, 1936, 
is amended by deleting section 1214. 

Senator MaGnuson. S. 741, as introduced, would provide perma- 
nent extension of Government authority to provide marine war-risk 
insurance under title XII of the Merchant Marine Act, 1936. It 
would accomplish this objective by deleting™section 1214, under 
which authority to provide such insurance would expire automatically 
on September 7, 1955. 

Request has been made of the committee counsel by the insurance 
underwriters that, instead of providing permanent extension of the 
current provision, 5S. 741 be amended to extend application of the 
existing act for a period of 5 years. 

In accordance with this request, an amendment has been prepared 
by the committee staff, the effect of which is to provide a 5-year 
extension of the present law. 

The following correspondence will be made part of the record 
this point: 

A letter from the Shipbuilders Council of America, Mr. L. R. San- 
ford, president, dated March 8, 1955, strongly supporting the proposed 
extension. 

A letter from the Alaska Steamship Co., dated March 7, 1955, over 
the signature of Mr. Henry W. Clark, expressing interest in the 
progress of the bill. 

A letter from the Department of Justice under date of February 8, 
1955, signed by William P. Rogers, Esq., Deputy Attorney General, 
withholding comment on the bill. 
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The letters are as follows 


SHIPBUILDERS CoUNCIL OF AMERICA 
\ Vos go MW. VY. March &. 1968 

Subject: S. 741, Permanent exte f marine war-risk 1 irance authority 

der title XII of the Merchant Marine Act of 1936 
He WARREN G. MAGNUSON, 

OF nan. Senate Committee on Interstate and Foreign Commerce 

Washinaton, D. ¢ 
Dear Mr. CuarrRMaAN: Reference is made to your bill 8S. 741 proposing perma- 


nent Government authority to provide marine war-risk insurance under title XII 
of the Merchant Marine Act of 19: as amended, which authority, unless made 
permanent or otherwise extended, will automatically expire September 7, 1955 

The membership of the Shipbuilders Council of America, comprising practi- 
cally all private shipyards of the United States with facilities available for the 
h requested the council to advise you that they 


strongly support this proposed extensio1 












construction of large vessel 


The Shipbuilders Council backed the original enactment of title XII in 1950 
and, thereafter, it was at the request of the council that appropriate forms and 
procedures for builder’s-risk-war-risk insurance were subsequently developed 
and adopted by the Maritime Administration for use as authorized by this law 

Tl active interest in the legislation has been maintained by the council, even 
though in 1 nt years private shipowners, because of conditions largely beyond 


their col trol. have not seen fit to place orders for new ships with American ship- 
yards except in isolated instances, which fact, of course, accounts for an absence 
of applications for builder’s-risk-war-risk insurance. However, irrespective of 
any demand for new vessels, or a lack of it, the members of the council feel that 











ont us availability of such governmental war-risk insurance to cover ship 
construction is of significant importance Its availability automatically takes 
are of one factor which otherwise might adversely influence a decision on the part 
of a shipowner to place a specific order and proceed with construction 


It would be greatly appreciated if you will make these views part of a record 
should hearings be scheduled on this measure 


tespe full submitted 
L, R SANFORD President. 
ALA STEAMSHIP ¢ z 
Washington f2..€ Varch 1955 
Senator WARREN G. Maanuson 
S Of ] liy 
Wash nator A, Pd. 
Dear WARREN: We note that you introduced S. 741, designed to cancel the 
present September 7, 1955, expiration date of the authority given the Maritime 


Administration to provide standby war-risk insurance under title XII of the 
Merchant Marine Act of 1936. 


As i know, this is the authority inder which we have standby War-risk 
i! rance binders from the Maritime Administration, hence, we are very much 
interested the progress of t bill 
Sincerely yours, 


Henry W. CLarK. 


FEBRUARY 8, 1955. 
Hon. WARREN G. MAGNUSON, 
Cha man, Clommitiee on Inte state and Fore gn Comme Fe 
Unite l States Se nate, Wasi ngion, dD. ( 


DeraAR Si ror: This is in response to your request for the views of the De- 

nt of Justice concerning the bill (S. 741) to amend title XII of the Mer- 

chant Marine Act, 1936, relating to war-risk insurance, in order to repeal the 
provisions which would terminate authority to provide insurance under such 


title 


partm« 


The bill has been examined, but since the subject matter thereof is not related 
to anv of the activities of the Department of Justice, we would prefer not to 
offer anv comment concerning it 

Sines rely, 
Wituram P. Rogsrs, 
Deputy Attorney General 
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Senator Macnuson. Mr. Clarence G. Morse, Maritime Adminis- 
trator, and Eugene A. Ackerson, Legislative Counsel of the Maritime 
Board, are here. Francis Greene also wanted to testify. 

Mr. Morse, if you would step up here and give your statement, we 
will put the whole statement in the record. 

(The statement is as follows: 


STATEMENT BY CLARENCE G. Morskt, MARITIME ADMINISTRATOR, ON BEHALI 
OF THE MARITIME ADMINISTRATION AND THE DEPARTMENT OF COMMERCE ON 
S. 741, To AMEND TitrLe XII or THE MERCHANT MARINE Act, 1936, RELA1 
ING TO WAR-RISK INSURANCE, IN OrnpDER To REPEAL THE PROVISIONS WHICH 
Wovutp TerMINATE AutTuoriry To PrRovipE INSURANCE UNbDER Sucu TITrLe 


Gentlemen, this bill would continue the operation of the war-risk insurance 
legislation of September 7, 1950. This authority is an important part of thi 
maritime standby legislation The terms of the act provide for its expiration 
5 years from the date of its enactment 

The Department and the Maritime Administration favor the continuation of 


this authority and believe that it should be continued for an additional period of 


t 
5 years from September 7, 1955. In this way the necessity and desirability of 
the legislation can be reviewed within a reasonable period. The Director of the 


Bureau of the Budget has advised that there is no objection to this statement 

Under the Marine War Risk Insurance Act of September 7, 1950 (title XTI 
of the 1936 act), the Secretary of Commerce, with the approval of the President 
is authorized to provide war-risk and certain marine and liabilitv insurance for 
protection of vessels, cargoes and crews, and personal effect Such insurance 
is to be furnished when commercial insurance for these purposes cannot be ol 
tained on reasonable terms and conditions. 


At present, as at the time of enactment of the War Risk Insurance Act, com- 


mercial policies covering maritime war risks are issued only subject to automatic 
termination clauses in the event of outbreak of war between any of the four 
powers—United States, France, Great Britain, and the Union of Soviet Socialist 
Republics. Kven though the United States may not be involved immediately, 
American shippers, shipowners, and crew members would be without protection 
against loss by risks of war Ships and cargoes could not be moved without 
adequate insurence coverage. Insurance of this type was provided by the Gov 


ernment in both World Wars I and II, and proved both necessary and effective 
in protecting the United States and its civilian and military commerce, with 
premium receipts in excess of losses paid 

The preliminary work necessary to have the insurance immediately available 
when its protection is needed for the commerce of the. United States has been 
completed. War-risk insurance binders have been issued which w« ! protect 
shipowners and crews in the event that commercial war-risk ins 





Irance how 
covering these risks is canceled or terminated upon the outbreak of war or threa 
of war. The United States is now prepared to put in effect in ease of need a full 
wartime insurance program on hulls, cargoes, and personnel. 

Under the Insurance Act, the United States has written certain insurance 
which is presently in effect. This insurance covers certain operations of the 
Military Sea Transportation Service, certain legal liabilities of contractors trai 
porting ammunition for the Army, and war-risk insurance covering American 
vessels in United States shipyards. 

In the current national emergency, the Maritime Administration, Department 
of Commerce, has put into effect insurance for the protection of seamen employed 
on tankers operated for the account of the Military Sea Transportation Service 
This insurance is provided without premium in consideration of the agreement. of 
the Secretary of the Navy to indemnify the Secretary of Commerce for all losses 
covered by the insurance. 

Insurance has also been provided for contractors with the Department of the 
Army to cover legal liability resulting from explosion of ammunition transported 
The Secretary of Defense has given an indemnity agreement in connection with 
this insurance. Insurance of this type may be provided only when the United 
States is at war or during a period of emergency declared by the President. 

No claims have been made under either of these forms of coverage as of March 
1, 1955, although this coverage has been in effect for several years 

The Maritime Administration has also, pursuant to section 1203 of the act, 
made available war-risk insurance on American vessels under construction in 
shipyards of the United States. Under this authority, war-risk builders’ insur- 
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ance has been issued to cover certain mariner vessels under construction and 
inder contract for sale to a United States shipping company 

Up to the present time, it has not been necessary to make use of any funds 
authorized by section 1203 (a f the act Binder fees (not premiums) have 


( 

been collected as of February 28, 1955, in an amount of about $106,000 after 
payment of agency fees and expenses 

As a matter of national protection, the War Risk Insurance Act should promptly 
be continued in operation Otherwise, the oceangoing commerce of the United 
States may be totally disorganized in the event of war, and the merchant marine 
would be unable to support the Armed Forces and other national activities in 
defense of our Nation. 

The Department and the Maritime Administration recommend enactment of 
the measure amended to strike out the 5-year limitation in section 1214 and 
insert a 10-year limitation to provide an additional 5 years of standby operation. 


ORAL STATEMENT OF CLARENCE G. MORSE, MARITIME 
ADMINISTRATOR 


Mr. Morss. I am Clarence G. Morse, Maritime Administrator. 
We are in favor of the extension of the bill for an additional 5-year 
term. We think standby legislation is required authorizing us to 
write war-risk insurance in the event of a national emergency. We 
favor a 5-year term rather than an unlimited extension, with the 
idea that there should be a periodic review of the necessity for the 
legislation. 

Senator Magnuson. This bill we have had before us many times. 
This I understand gives the Maritime Board a chance to lay some 
plans as to how this authority might be administered in the event of 
some emergency. 

Mr. Morse. It gives us adequate time to do so. 

Senator Maanuson. Time to set up the ground rules and so on and 
so forth? 

Mr. Morse. Yes, sir. 

Senator Maanuson. There have been some suggested amendments 
to this on the question of valuation. Is that right? 

Mr. PrLLeGRINI. Yes, some statements have suggested that. 

Senator Magnuson. Could that not be done even under the present 
act? 

Mr. Petuecrini. We can do it in a separate bill. 

Senator MaGnuson. But the main thing is for us to get this exten- 
sion in now so you can lay your plans? 

Mr. Morse. We have our plan laid and we are operating under it 
and we think it is very desirable that it be extended. 

Senator MaGcnuson. Last year I had a separate bill on valuations 
which passed the Senate, and I plan to reintroduce it. I think it can 
better be a separate matter rather than to be coupled with this plain 
extension. 

Mr. Morse. We would like to have an opportunity to give our 
comments at that time. 

One area I would like to call to your attention is the paragraph at 
the foot of page 3 of my statement. We are presently writing insurance 
for contractors for the Department of the Navy in various areas which 
we are authorized to do only during the existence of a national emer- 
gency. In other words, we have a very limited authority in that area 
even though perhaps the need may exist at other times, in normal 
peacetimes. 

Senator Magnuson. But you have an agreement with the Defense 
Department? 
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Mr. Morse. Oh, ves. 

Senator Magnuson. They will indemnify you? 

Mr. Morse. That is correct. 

Senator MaGnuson. That is if something should happen? 

Mr. Morse. That is correct. But that is not the point I mention 
We can only write this insurance under the act at the present time 
during a period of national emergency. We cannot write the same 
insurance during peacetime even though the need may exist during 
peacetime on this particular activity. 

Senator Macnuson. Would you suggest legislation to give you that 
authority? 

Mr. Morss. I think it would be worth considering by the com- 
mittee. 

Senator MaGnuson. Why don’t you prepare suggested legislation 
and submit it to us? 

Mr. Morse. We will do so. 

Senator MaGnuson. We can bring that up at the same time that 
we bring up the question of valuation. I think you are right because 
there are some times when you need to do this in peacetime, not only 
just in emergencies. 

Mr. Morse. That is right. Thank you kindly, Senator. 

Senator Magnuson. The Greene statement will go in the record at 
this point. 

(The statement is as follows:) 

STATEMENT OF FrANcIS T. GREENE, ExecuTIvE Vice PRESIDENT, AMERICA? 

MERCHANT MARINE INstirute, With ReaGarp to 8. 741, A Brut To Extend 


THE War-Kisk INSURANCE PROVISIONS OF TiTLE XII oF THE MERCHAN’ 
MARINE Act, 1936, As AMENDED 


The American Merchant Marine Institute represents the owners of a sub- 


stantial majority of American-flag shipping of all categori:<, dry-cargo liners, 
contract carriers, industrial carriers, and subsidized lines. As such, we desire 


to express our support for 8. 741, a bill introduced by the chairman of this com- 
mittee, to delete section 1214 of the Merchant Marine Act, 1936, the section which 
now terminates the authority of the Secretary of Commerce to provide war-risk 
nsurance for American shipping on September 7, 1955, 5 vears from the original 
enactment of title XI] of the 1936 act. 

This extension bill, as introduced by Senator Magnuson, is necessary because 
peacetime insurance to cover war risks, as now available in the private insurance 
market, expires, generally speaking, 48 hours after the oubtreak of any major 
war or the arrival of a vessel in a safe harbor. After the outbreak of any war be- 
tween the great powers, France, Great Britain, Russia, and the United States, 
private war-risk insurance will either be unavailable or prohibitively expensive. 
During World War II, the Congress found it to be in the national interest for the 
Government to issue insurance covering war risks to ships that private under- 
writers were unable to provide. During World War II, the Government took in 
premiums on such war-risk insurance which exceeded by $131,926,857 claims pay- 
able thereunder, a tidy profit for the Government. Inasmuch as the risk of war 
is substantially the same today as it was in eee 1950, when title XII, war- 
risk insurance, was ad ided by the Congress to the Merchant Marine Act, 1936, it 
is equally necessary that the authority of the Se cretary of Commerce to issue such 
insurance should be continued as proposed in S. 741. 

However, the situation under title XII as it now stands, with regard to the in- 
surable value of the vessel, has become confused from the shipowr er’s viewpoint 
as well as from that of the Senate Interstate and Foreign Commerce Committee 
of the 83d Congress, by reason of the following language which was incroporated 
in a rider in the Third Supplemental Appropriation Act, 1951, and in other appro- 
priation acts for 1952, 1953, and 1954: 

“No money made available to the Department of Commerce, for maritime ac- 
tivities, by this or any other Act shall be used in payment for a vessel the title to 
which is acquired by the Government either by requisition or purchase, or the 
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i ier by requisition or agreement, or which is insured by the 
1 lost while so insured, unless the price or hire to be paid therefor 
except in cases where section 802 of the Merchant Marine Act, 1936, as amended 


is applicable) is computed in accordance with subsection 902 (a) of said Act, as 


hat subsection is interpreted by the General Accounting Office.” 

The present law, therefore, gives no assurance that a war-risk insurance valu- 
ition for a al or constructive total loss of a vessel will be as much as “‘just 
compensation’? would be in the case of the loss of a vessel under requisition 
TI ituat n had hec 1e@ so econtusil that after hearing testimony on behalf of 

e SS retary of ( mmerce the Maritime Administration, the General Account- 

r ()f] and pi industry, the Senate, last vear, on the recommendation 
of this committee, passed S. 1878 as recommended by this committee in Senate 
Report No. 1212, 83d Congress, 2d session. S$. 1878, as thus reported by this 
committee and as passed by the Senate on April 19, 1954. was a compromise 
bill suggested by and acceptable to the General Accounting Office. It is fully 

alvzed in Senate R port No. 1212 

1) 


1 merchant-marine industry considered last year that S. 1878 as passed by 
j } 





» t Ha ) adequat ‘over one vital sul ct 1amel the insurable 
| aship pbuilt w h tk aid of construction-diff rential subsidy pursuant LO 
tle V of t Merchant Marine Act, 1936, as amended. Last vear’s bill provided 
in effect that the insurable value of such a ship should be limited to its requisition 
Valu nder section 802 of the 1936 act, namely, the depret iated construction 
st of the ship =; the depreciated amount of construction-differential subsidy 
theretofore paid as a ncident t tl construction or reconst! ction of the ship 
in questior Although we still believe that the insurable value of a ship built unde 
title V of the Merchant Marine Act, 1936, should be equal to its unenhanced 
market value, we will not press the point at this juncture provided it is under- 
tood that tl dustry does 1 concede either the equity or fairness of thus 
{ rable vajue of a ship b ilt under title V of the 1936 act to the 
) ymut-of-pocket cost a value which may have no relationship to the cost 
f replacing such a ship in the event of its less during war. 
Inasmuch as 8. 1878 as proposed by the General Accounting Office, as reported 
orably by this committee in the 83d Congress, and as passed by the Senate 
f the 83d Congress, would resolve the confusing situation with regard to ship 
valuation which has heretofore existed, we recommend that this committee report 
S. 741 with a committe amendment which would contain the provisions of §S 
1878 as heretofore passed bv the Senate, in addition o the extension prov isions 
now incorporated in 8. 741 We submit that such a committee amendment which 
has already been the subject of exhaustive consideration on the part of all interests 
concerned, wou! completely noncontrovs rsial in character since it has been 
ilready passed this body in the last Congress We also believe that it would 





use it was initially 





be noncontroversial in the other bodv of this Congress be 








recommended by the General Accounting Office and has heretofore been accepted 

tt committ vy the Senate The American Merchant Marine Institute 
hel ( it whe the authority of the Secretary of Commerce to write war-risk 
insurance is extended as it would be by 8. 741, the exceedingly confused situation 
as to the basis for the insurable value of ships and by the same token, the amount 
of premium payable by the shipowner—should be resolved through the enactment 
of the provisions heretofore considered and passed by the Senate of the United 
States in the form of 8S. 1878 Such an amendment by this committee, which 


would incorporate the exact same language of 8. L878, will do away with the double 


standard of valuations for insurance and valuations for requisitions which is 


created by title XII as it now stands and the appropriation riders quoted above. 
Furthermore, the provisions of 8. 1878 of the last Congress for an adequate court 
review would be, as this committee found last vear, in the best traditions of our 
American heritage of a system of justice under law With the one exception of 


title V vessels, as noted above, the language of 8S. 1878 as passed by the Senate last 
vear, would, in our opinion, fully protect the interests of the Government and of 
the owners of the vessels and the insured 

Accordingly, we now recommend, as this committee recommended last vear, 
that the provisions of S. 1878 be enacted, and suggest t} 
through their incorporation as a committee amendment to 8. 741 as introduced 
and now pending before this committee 


iat this can best be done 





Senator Maagnuson. There are certain letters and comments on 
S. 741; one from the Secretary of Commerce. 
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On page 3 the Department recommends enactment of the meas 
sure with an amendment to strike out the 5-vear provision and 
insert the word ‘ten,’ a net extension of 5 vears. 

The letter referred to above is as follows:) 


THE SECRETARY OF COMMERCE, 
Wash ngton D5. Varel hs 1955 
Hon. WARREN G. Maanuson, 
Chairman, Senate Committee on Interstate and Fore qn Commerce, 
l nited States Se nate, Washinaton A, yy 6 


Dear Mr. CuHarrMan: You have requested the views of this Department 
with respect to S. 741, a bill to amend title XII of the Merchant Marine A 
1936, relating to war risk insurance, in order to repeal the provision which would 
terminate authority to provide insurance under such title 

The bill would repeal section 1214 of title XII of the Merchant Marine Act 
1936, as amended (46 U.S. C. 1281 et seq This section provides for expiration 
of war-risk insurance authority 5 vears from date of enactment of title XII 
(September 7, 1950 

The Marine War Risk Insurance Act of September 7, 1950 (title XIT, 1936 act 
which will expire September 7, 1955, is standby legislation which authorizes the 
Secretary of Commerce, with the approval of the President, to provide war-risk 
and certain marine and liability insurance for protection of vessels, cargoes, and 
crews and personal effects, when commercial insurance cannot be obtained o 
reasonable terms and conditions. At present, as at the time of enactment of the 
War Risk Insurance Act, commercial policies covering maritime war risks a1 
issued only subject to automatic termination clauses in the event of outbreak of 
war between any of the four powers— United States, France, Great Britain, and 


the Union of Soviet Socialist Republies Even though the United States may 
not be involved immediately, American shippers, shipowners, and crew members 
would be without protection against loss by risks of war. Ships and cargoes could 


not be moved without adequate insurance coverage 

The preliminary work necessary to have the insurance immediately availa! le 
When its protection is needed for the commerce of the United States | 
completed. War-risk insurance binders have been issued which would protect 
shipowners and crews in the event that commercial war-risk insurance now cove! 
ing these risks is canceled or terminated upon the outbreak of war or threat of wat 
Such insurance was provided by the Government in both World Wars I and II 
and proved both necessary and effective in protecting the United States and its 
civilian and military commerce, with premium receipts in excess of losses paid 
Under the Marine War Risk Insurance Act, the United States is now prepared to 
put in effect in case of need a full wartime insurance program on hulls, cargoes 
and personnel. 

In the current national emergency, we have put into effect, under the War Risk 
Insurance Act, insurance for the protection of seamen employed on tankers 
operated for the account of the Military Sea Transportation Service. This ir 
surance is provided without premium in consideration of the agreement of the 
Secretary of the Navy to indemnify the Secretary of Commerce for all losses 


covered by the insurance. Insuranee has aiso been provided for contractors 
with the Department of the Army to cover legal liabilitv resulting from explosion 
of ammunition transported. The Secretary of Defense has given an indemnity 


agreement in connection with this insurance. Insurance of the latter type may 
be provided only when the United States is at war or during a period of emergency 
declared by the President 

No claims have been made under either of these forms of coverage as of January 
1955, although this coverage has been in effect for several vears. 

We have also, pursuant to section 1203 of the act, made available war-risk 
insurance on American vessels under construction in shipyards of the United 
States. Under this authority, war-risk builders’ insurance has been issued to 
cover certain Mariner vessels under construction and under contract for sale to a 
United States shipping company. 

Up to the present time, it has not been necessary to make use of any funds 
authorized by section 1203 (a) of the act. Binder fees (not premiums) have been 
collected as of June 30, 1954, in an amount just short of $100,000 after payment 
of agency fees and expenses. 

To avoid the likelihood of total disorganization of United States oceangoing 
commerce and the danger of catastrophic failure of our shipping in support of 
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our defense forces and activities, the War Risk Insurance Act should be extended 
promptly in advance of its termination 

While this statute is standby legislation which may be used only when needed, 
it may be desirable to continue the limitation on its life for an additional period 
of 5 years so that the matter can be reviewed within such reasonable time as to 
the need for further continuation. 

The Department recommends enactment of the measure amended to strike 
out the 5-year limitation in section 1214 and insert a 10-year limitation to provide 
an additional 5 years of standby operation. 

The Bureau of the Budget has advised that it has no objection to the submission 
of this report. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


Senator Macnuson. Without objection, we will make this technical 
change, Mr. Morse, in the act, to section 1214 of title 12. We amend 
it by striking out “five’’ and inserting in lieu thereof ‘‘ten’’, and the 
net result, of course, becomes a 5-year extension. 

Without objection, that amendment will be placed in the record, 

(The document referred to above is as follows: 


S. 741, 84th Cong., Ist sess.] 


AMENDMENTS (in the nature of a substitute) intended to be proposed by 
Mr. Magnuson to the bill (S. 741) to amend title XII of the Merchant Marine 
Act, 1936, relating to war risk insurance, in order to repeal the provision which 
would terminate authority to provide insurance under such title, viz: 


ter the enacting clause and insert in lieu thereof the following: 
t of title XII of the Merchant Marine Act, 1936, is amended by 
striking out ‘five’ and inserting in lieu thereof ‘ten’.”’ 
\mend the title to read as follows: “‘A bill to extend the provisions of title 
Nil of the Merchant Marine Act, 1936, relating to war risk insurance, for an 
additional five years.”’ 


Strike out all af 


‘That section 121 
om 


Senator Maanuson. Is there anything further on these matters? 

If not, we will keep the record open for a short time and we will see 
if we cannot promptly report the bill. 

You have a statement on the war-risk matter, Mr. Dewey? 


STATEMENT OF RALPH B. DEWEY, REPRESENTING THE PACIFIC 
AMERICAN STEAMSHIP ASSOCIATION 


Mr. Dewey. Yes, sir. The substance of the Pacific American 
Steamship Association statement is support for this legislation, but 
we add a comment at the end that we would like to have these pro- 
ceedings expanded to include the revisions in the war-risk insurance 
sections of the Merchant Marine Act, such as were proposed last vear, 
You have already indicated that you intend to do that. 

Senator MaGnuson. Yes, in separate legislation. This deals only 
with the extension of the present. We assure vou people we will have 
some suggestions on valuation and other matters. I will introduce 
that bill by request and we can go into the details of that in a short 
time. 

Mr. Dewey. Thank you, sir. 

(The statement referred to above is as follows: 
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STATEMENT OF Raupuw B. Dewey, Pacitric AMERICAN STEAMSHIP ASSOCIATION 
on 8. 741, War Risk INSURANCE: TERMINATION OF AUTHORITY 


My name is Ralph B. Dewey, Washington representative of Pacifie American 
Stearship Association. As spokesman in these proceedings for the 12 principal 
American-flag steamship lines on the Pacifie coast, | would like to indicate at this 
time our wholehearted support for the passage of S. 741. 

As the members of the committee are well aware, passage of the War Ris 
Insurance Act of 1950 (Public Law 763, 8lst Cong.) was precipitated by the 
announcement by American and British hull underwriters that henceforth the 
coverage of war-risk insurance under the “free of capture and seizure clauses” 
in hull contracts would expire 48 hours after the outbreak of hostilities between 
any 2 of the 4 great powers—i. e., Great Britain, France, United States, and 
Russia. It thus became imperative that if private ship operators were to remain in 
business, Congress would have to step into the picture and insure the hull risk at 
such time as private underwriters relinquished their coverage—i. e., 48 hours 
after the outbreak of hostilities. 

At the time of passage of Publie Law 763. no one could foresee how long this 
policy of the underwriters might continue, and, therefore, Congress set a time 
limit of 5 years under the terms of the law. The 5 years have almost expired and 
the removal of the 48-hour clause by the underwriters does not appear in the 
horizon. ‘Therefore, it seems only consistent with the practicalities of the present 
world situation that section 1214 of the Merchant Marine Act should be deleted 
so as to provide the Secretary of Commerce with permanent authority to provide 
insurance under title 12 of the act 

Mr. Chairman, that ends my formal remarks on the subject of S. 741 
However, I would like to add that in our view the subiect of war-risk insurances 
needs a more thorough airing than is provided under the strict confines of S. 741. 
For this reason, we would advocat: that these hearings not be adjourned, but 
rather recessed temporarily during which time we would sincerely urge the chair- 
man of this committee to introduce legislation which would correct certain 
inequities which exist between the administration of the war-risk program (titl 
12) of the Merchant Marine Act and the various appropriations acts which ma 
provision for funds to administer the war-risk program. 

The necessity for corrective legislation arises out of the fact that the statute 
(Public Law 763) to give authority to war-risk covcrage by the Government has 
been contravened by subsequent legislation in various appropriations acts; and 
as is so often the case when legislation is attempted through appropriation acts, it 
becomes almost impossible for either the operators or the agencies adn inistering 
the statute to know their prerogatives, responsibilities, or the limits of their 
jurisdiction. 

Legislation was introduced in the last Congress to correct this confusion and 
inequity (H. R. 4665). In effect, this legislation would have restored to ship- 
owners the privilege of suing in the courts for just compensation. I would 
sincerely urge that the chairman of the committee might consider the introduction 
of legislation similar to H. R. 4665 and that hearings on this important mattcr 
might be resumed at an early date. 


Senator Macnuson. I have a letter dated March 22, 1955, from 
Carl E. McDowell, executive vice president, the Association of Marine 
Underwriters of the United States. 

(The letter is as follows:) 

Tue AssociaTION OF MARINE UNDERWRITERS 
OF THE UNITED STArsEs, 
New York 38, N. Y., March 22, 1956. 
Re 8S. 741. 
Hon. WARREN G. MaGnuson, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington 25, D. C. 

Dear Senator Maanuson: The Association of Marine Underwriters of the 
United States is a trade association composed of approximately 72 domestic 
insurance companies engaged in the business of marine Insurance. 

At the time title XII of the Merchant Marine Act of 1936 (war-risk insurance) 
was enacted (and at the present time), the war-risk insurance policies on hulls 
issued in the United States provided that in the event of outbreak of war between 
any of the four great powers—France, any member of the British Commonwealth 
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of Nations, the Union of Soviet Socialist Republics, and the United States of 
America, the insurance would ipso facto terminate 24 hours from midnight 
Greenwich time of the day on which such outbreak occurred. The purpose of 
the enactment of title XII was to enable the Secretary of Commerce to w rite 
war-risk insurance when the commercial war-risk insurance automatically ter- 
minated and was no longer available from commercial insurance companies on 
reasonable terms and conditions 

The Secretary’s authority to write this insurance expires under the present 
law on September 7, 1955, and 8S. 741 has been introduced which extends per- 
manentiy the Secretary's authority in this connection. While the Association of 
Marine Underwriters of the United States is not opposed to an extension of the 
Secretary’s authority to write such insurance, it firmly believes that the authority 
of the Secretary should not be made permanent as provided in 8. 741 but should 
be limited to a 5-year period. The association is opposed to legislation that 
permanently authorizes the Government to engage in business which is normally 
occupied by private enterprise. For the foregoing reasons the association re- 
spectfully submits that the authority of the Seeretary of Commerce to write 
war-risk insurance should be extended for another period of 5 years rather than 
permanently, at which time the Congress can reexamine the need for such au- 
thority, and if conditions then require the continuance of the authority, the 
Congress can then extend the period 

The association respectfuly submits that S. 741 should be amended to provide 
that the Secretary’s authority to provide insurance and reinsurance under title 
XII of the Merchant Marine Act of 1936, as amended, shall expire 5 years from 
the date of the enactment of S. 741 

Respectfully yours, 
Cart E. McDoweE Lt, 
Executive Vice President. 


Senator M AGNUSON. Mer. Williamson, | understand your association 
also has a statement to offer. 

Mr. Wiutramson. Yes, Mr. Chairman. We wish to submit a 
statement by Mr. William I. Stoddard, secretary, Association of 
American Ship Owners, in support of the purpose of the bill. 

Senator Maanuson. The statement will be made part of the 
record. 


(The statement referred to above is as follows: 


STATEMENT OF WILLIAM I. Sropparp, SECRETARY, ASSOCIATION OF AMERICAN 
SHip Owners, on 8S. 741, RevaTING To War Risk INSURANCE 


My name is William I. Stoddard. I am an attorney at law and am secretary 
of the Association of American Ship Owners Our offices are at 76 Beaver Street® 
New York, N. Y., and at 1621 K Street NW., here in Washington. 

This bill would simply make permanent the war-risk insurance law enacted 
in 1950 which otherwise would expire this next September 7. In general. com- 
mercial war-risk policies for vessels now give war-risk protection in the event 
of Wal between tl eC j major powers for or ly 18 hours after the outbreak of the 
war or until the vessel reaches a safe port After that the war-risk protection 
ceases. In the unsettled state of affairs prevailing now and in the foreseeable 
future, it seems wise to us to make adequate and permanent provision for war- 
to vessels and their cargoes and crews. We therefore do support 


f this bill. Peyvond that, however, it may be appropriate at these 
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the purpose ¢ 
hearit “a briefly to call to your attention certain serious defects in the present 
law and to urge you to amend S. 741 to make the law effective and adequate 
as well as permanent 

Last vear the Senate passed S. 1878 after it had been amended and reported 
by this committee. We believe that bill successfully compromised reconmenda- 


tions that had been made by the Maritirre Ad™inistration, the General Account- 


ing Office al d the shipowner associations We therefore now suggest that this 
committee amend §S. 741 by adding to it the full text of 8. 1878 as it passed the 
Senate last vear 

Priefly that bill sought to make four principal changes in the war-risk insur- 
ance law 

First, it provided for a single standard of valuation applicable both to requisi- 


tion and to insurance valuations. When title to a vessel is requisitioned it is 
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now provided under section 902 of the Merchant Marine Act, 1936, that the 
owner shall be entitled to “just compensation,”’ with the proviso in the so-called 
enhancement clause that its value shall not be ‘deemed enhanced by the causes 
necessitating the taking.’ Jf the owner rejects the Maritime Administration’s 
determination of just compensation value, he is paid 75 percent of such determina- 
tion, and he may then take the dispute to court for a judicial determination 

It has frequently been the practice of the Government, in time of emergency, 
not to requisition vessels but to charter them from the owners and to insure them 
against a war loss by a war-risk policy. It is then that the war-risk insurance 
law comes into play, and under the present law, the insurance value cannot 
exceed the vessel’s ‘fair and reasonable value as determined by the Federal 
Maritime Board.” 

S$. 1878 as it passed the Senate last year would have eliminated these dual 
standards by simply providing that a hull insurance valuation may ‘‘not exceed 
the amount that would be payable if the vessel had been requisitioned for title 
under section 902.”’ The General Accounting Office expressly approved this 
proposal at last year’s hearings. 

Secondly, 8S: 1878 made clear beyond all doubt that an insured owner would 
have the same right of judicial review from an administrative determination of 
just compensation value as does the owner of a vessel that is requisitioned. Such 
a right existed under the war-risk insurance law that applied during World War 
II, but there has been some suggestion that the present law enacted in 1950 may 
preclude an owner from seeking judicial review. 

On this point your committee report last year said: ‘“* * * a shipowner should 
have the free and uninhibited right to a court adjudication of the value of his 
vessel under either a requisition or an insurance transaction. At present, he bas 
this statutory right only in case of requisition.” 

I am submitting for the record a copy of this committee’s report last year on 
S. 1878 together with the bill itself in the form in which the Senate passed it. 

Thirdly, S. 1878 incorporated a suggestion of the General Accounting Office 
that if a shipowner should contest an administrative determination of just com- 
pensation— ither on a requisition or an insurance case and if on judicial review 
it. were.found. that just compensation was less than the 75-percent amount that 
had already been paid—then the shipowner would have to refund the excess to 
the Government. Where adequate provision is made for judicial review, we 
certainly have no objection to that suggestion. 

Fourth, and last, S. 1878 limited the operation of the several appropriation act 
riders in this field. Those riders further complicated the dual standards for 
requisition and insurance values by limiting hull insurance values to just compen- 
sation computed in accordance with subsection 902 (a) of the 1936 act “as that 
subsection is interpreted by the General Accounting Office.”’ While last year we 
strongly urged that these riders be amended so that they would have no prospective 
effect, your committee did not go that far. You simply eliminated application of 


the riders to: judgments of any court of competent jurisdiction. At the same time 
you expressed the hope that the Committee on Appropriations would eliminate 
the riders completely. In this connection your report observed 


‘“* * * Tt must be humiliating for the Secretary of Commerce to be singled out 
among all Government officials and to be told by the Congress, in effect: ‘You, 
Mr. Secretary of Commerce, carry out your duties as embodied in the basic laws 
pertaining to the Department of Commerce’.”’ 

In closing I would like to emphasize that provision for adequate war-risk 
insurance for vessels is primarily in the interest of the Government If a ship- 
owner has reason to believe that his acceptance of a Government charter and the 
ancillary war-risk policy would prejudice his right to independent judicial review 
on the question of the vessel’s value, he can always refuse the charter and suggest 
that the vessel be requisitioned, whereby his constitutional rights will be preserved 
intact. Experience has shown, however, that there are occasions when it is in the 
Government’s interest to take vessels on a charter basis. The provisions of 
S. 1878 would make treatment uniform in both these situations and would make it 
easier for a shipowner to give his full cooperation to any Government charter 
program. 


Senator Magnuson. The committee stands adjourned. 
(Thereupon, at 11:46 a. m., the committee was adjourned.) 


x 





